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Continuing Education Continuing Education 

PurposePurpose

--To enhance the professional competence and To enhance the professional competence and 
the professional responsibilities of all the professional responsibilities of all 

licenseeslicensees

--To contribute to the goal of maintaining or To contribute to the goal of maintaining or 
increasing the knowledge, skill and increasing the knowledge, skill and 

competence of licenseescompetence of licensees
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What Will Be Covered?What Will Be Covered?

How to obtain CE credits in order to maintain How to obtain CE credits in order to maintain 
a loan originator license or QPIC designationa loan originator license or QPIC designation

□□ minimum requirementsminimum requirements
□□ accrual of credit hoursaccrual of credit hours

□□ recordkeeping & reporting of credit hoursrecordkeeping & reporting of credit hours
□□ provider requirements to studentsprovider requirements to students
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What are the benefits of CE?What are the benefits of CE?

Professionalism of the industryProfessionalism of the industry

Choice of employment opportunitiesChoice of employment opportunities

Personal and professional growthPersonal and professional growth

Educated clientsEducated clients

Referrals fromReferrals from
happy clientshappy clients

Text

Text

☺
%$
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Definitions to knowDefinitions to know……

Accredited InstructionAccredited Instruction:  :  course, video, motion picture, sound course, video, motion picture, sound 
recording, or online instruction  recording, or online instruction  ---- WITH PRIOR APPROVAL BY THE WITH PRIOR APPROVAL BY THE 
DIRECTOR FOR CE CREDIT  DIRECTOR FOR CE CREDIT  (does NOT include correspondence courses).(does NOT include correspondence courses).

Certificate of CompletionCertificate of Completion: : approved written documentation issued by approved written documentation issued by 
a provider to a participant evidencing specific amount of credita provider to a participant evidencing specific amount of credit hours hours 
of instruction.of instruction.
Credit Hour:Credit Hour: sixty (60)sixty (60) minutes of accredited instruction minutes of accredited instruction 
Reporting Period:Reporting Period: two (2) year time period beginning November 1two (2) year time period beginning November 1stst

and ending October 31and ending October 31stst

Licensee:Licensee: licensed loan originator and QPIClicensed loan originator and QPIC (qualified person in (qualified person in 
charge) charge) for purposes of the CE provisions in the Rulesfor purposes of the CE provisions in the Rules
Act:Act: Idaho Residential Mortgage Practices Act, Title 26, Chapter 31, Idaho Residential Mortgage Practices Act, Title 26, Chapter 31, 
Idaho CodeIdaho Code
Rules:Rules: Rules pursuant to the Act, IDAPA 12.01.10Rules pursuant to the Act, IDAPA 12.01.10
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Minimum RequirementsMinimum Requirements

Sixteen (16) credit hours each reporting periodSixteen (16) credit hours each reporting period
Reporting period begins on the November 1Reporting period begins on the November 1stst

immediately following licensure/designationimmediately following licensure/designation

–– Ex. 1:Ex. 1: License issued 3/1/06.  Official reporting period begins License issued 3/1/06.  Official reporting period begins 
11/1/06 and ends 10/31/08, and every 2 years thereafter.11/1/06 and ends 10/31/08, and every 2 years thereafter.
(Courses taken from 3/1/06 through 11/1/06 would be counted (Courses taken from 3/1/06 through 11/1/06 would be counted 
in the initial reporting period)in the initial reporting period)

–– Ex. 2:Ex. 2: License issued 12/3/06.  Official reporting period begins License issued 12/3/06.  Official reporting period begins 
11/1/011/1/077 and ends 10/31/0and ends 10/31/099, and every 2 years thereafter., and every 2 years thereafter.
(Courses taken from 12/3/06 through 11/1/07 would be counted (Courses taken from 12/3/06 through 11/1/07 would be counted 
in the initial reporting period)in the initial reporting period)

Excess credits accrued over 16 within a reporting period will NOExcess credits accrued over 16 within a reporting period will NOT roll over to T roll over to 
subsequent reporting periods.subsequent reporting periods.
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Accrual of Credit HoursAccrual of Credit Hours

Two (2) credit hours attained must relate directly to Two (2) credit hours attained must relate directly to 
the Act and Rulesthe Act and Rules
Fourteen (14) credit hours attained must be related Fourteen (14) credit hours attained must be related 
to the following:to the following:

–– Basics of home purchase/ownershipBasics of home purchase/ownership
–– Mortgage industry generallyMortgage industry generally
–– Loan evaluation & documentationLoan evaluation & documentation
–– Features of various loan productsFeatures of various loan products
–– State and federally required disclosuresState and federally required disclosures
–– Ethical considerationsEthical considerations
–– Idaho Credit CodeIdaho Credit Code
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Accrual of Credit HoursAccrual of Credit Hours (cont)(cont)

–– Idaho Mortgage Company ActIdaho Mortgage Company Act
–– Idaho Escrow ActIdaho Escrow Act
–– Uniform Commercial Credit CodeUniform Commercial Credit Code
–– Laws related to mortgages, deeds of trust, liens, pledgesLaws related to mortgages, deeds of trust, liens, pledges
–– Real estate and appraisal lawReal estate and appraisal law
–– Principal and agency lawPrincipal and agency law
–– Contract lawContract law
–– Real Estate Settlement Procedures Act (RESPA)Real Estate Settlement Procedures Act (RESPA)
–– Truth in Lending Act (TILA) and federal Consumer Credit Truth in Lending Act (TILA) and federal Consumer Credit 

Protection ActProtection Act
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Accrual of Credit HoursAccrual of Credit Hours (cont)(cont)

Courses must be a minimum duration of one (1) Courses must be a minimum duration of one (1) 
credit hour.  Subsequent partial credit hours will be credit hour.  Subsequent partial credit hours will be 
rounded down to the nearest rounded down to the nearest ½½ hour.hour.
–– Ex:Ex: course listed as 3 hours with a 15 minute break. course listed as 3 hours with a 15 minute break. 

Accredited hours would be rounded down to 2 Accredited hours would be rounded down to 2 ½½..
Courses focusing on sales, marketing, commercial Courses focusing on sales, marketing, commercial 
lending/brokering, motivational topics, or skills lending/brokering, motivational topics, or skills 
needed to run a business will not be accredited.needed to run a business will not be accredited.
A successfully completed course of accredited A successfully completed course of accredited 
instruction may NOT be repeated for credit with the instruction may NOT be repeated for credit with the 
same provider within the same reporting period.same provider within the same reporting period.
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Accrual of Credit HoursAccrual of Credit Hours (cont)(cont)

**IMPORTANT****IMPORTANT**
If a mortgage loan originator license is If a mortgage loan originator license is 
lost through a failure to renew, lost through a failure to renew, 
revocation or voluntary revocation or voluntary 
withdrawal/surrender, or a QPIC withdrawal/surrender, or a QPIC 
designation is lost, designation is lost, ALLALL CE credits CE credits 
accrued to that license or designation accrued to that license or designation 
will also be lost.will also be lost.
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Recordkeeping & ReportingRecordkeeping & Reporting
of Accrued Credit Hoursof Accrued Credit Hours

Licensees shall maintain copies of completion certificates for Licensees shall maintain copies of completion certificates for 
at least 3 years following course completionat least 3 years following course completion
Copies of certificates of completion may be filed with the Copies of certificates of completion may be filed with the 
Department anytime after receipt, but MUST be filed NO Department anytime after receipt, but MUST be filed NO 
LATER THAN 30 days following the reporting period LATER THAN 30 days following the reporting period 
expirationexpiration——November 30November 30thth

Licensees risk revocation or suspension of their license if theyLicensees risk revocation or suspension of their license if they::
–– Fail to attain the required credit hoursFail to attain the required credit hours
–– Fail to maintain records of completionFail to maintain records of completion
–– Fail to timely submit evidence of complianceFail to timely submit evidence of compliance

If a license is revoked or suspended due to failure to meet If a license is revoked or suspended due to failure to meet 
CE requirements, no new license will be issued, or CE requirements, no new license will be issued, or 

reinstated, until all CE requirements are met.reinstated, until all CE requirements are met.
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students

2 Categories of Providers2 Categories of Providers

Department Approved ProvidersDepartment Approved Providers
andand

Presumptively Approved ProvidersPresumptively Approved Providers
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

Department Approved ProvidersDepartment Approved Providers

–– Must submit course materials, content, instructor Must submit course materials, content, instructor 
and other information for approval and and other information for approval and 
accreditationaccreditation

–– Courses taken PRIOR to provider and course Courses taken PRIOR to provider and course 
approval will not be credited toward accrual of approval will not be credited toward accrual of 
reporting period credit hour requirementsreporting period credit hour requirements
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

Presumptively Approved ProvidersPresumptively Approved Providers

–– Organizations approved by Rule to teach Organizations approved by Rule to teach 
approved topics.  No requirement to submit approved topics.  No requirement to submit 
course, instructor or organizational information course, instructor or organizational information 
for prefor pre--approval.approval.

–– Instructors must be an employee of, or a Instructors must be an employee of, or a 
certified trained instructor agent of, the provider certified trained instructor agent of, the provider 
organization.  Course material must be the organization.  Course material must be the 
property of the providing organization.property of the providing organization.
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

Presumptively approved organizations:Presumptively approved organizations:

–– National Association of Mortgage Brokers National Association of Mortgage Brokers 
(NAMB)(NAMB)

–– Mortgage Bankers Association (Mortgage Bankers Association (CampusMBACampusMBA))
–– National Association of Professional Mortgage National Association of Professional Mortgage 

Women (NAPMW)Women (NAPMW)
–– Idaho Housing and Finance Association (IHFA)Idaho Housing and Finance Association (IHFA)
–– Federal National Mortgage Association (FNMA)Federal National Mortgage Association (FNMA)
–– Federal Home Loan Mortgage Corporation Federal Home Loan Mortgage Corporation 

(FHLMC)(FHLMC)
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

Presumptively approved organizations Presumptively approved organizations ((cont)cont)

–– American Bankers Association (ABA)American Bankers Association (ABA)
–– Conference of State  Bank Supervisors (CSBS)Conference of State  Bank Supervisors (CSBS)
–– American Association of Residential Mortgage Regulators American Association of Residential Mortgage Regulators 

(AARMR)(AARMR)
–– State and federal regulatory agencies with regulatory State and federal regulatory agencies with regulatory 

authority over mortgage related activity (ID Dept of Fin, authority over mortgage related activity (ID Dept of Fin, 
HUD, VA, etc)HUD, VA, etc)

–– Institutions of higher education (colleges, universities) Institutions of higher education (colleges, universities) 
accredited by the Idaho State Board of Education or accredited by the Idaho State Board of Education or 
similar accrediting agencies of another statesimilar accrediting agencies of another state
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

All Providers must:All Providers must:
–– Provide live classroom facilities that are accessible and Provide live classroom facilities that are accessible and 

meet the requirements of the American Disabilities Actmeet the requirements of the American Disabilities Act
–– Design web based training that requires substantial Design web based training that requires substantial 

student interaction and student interaction and examination(sexamination(s) with time ) with time 
sensitivities such as actual hour of interaction for an hour sensitivities such as actual hour of interaction for an hour 
of creditof credit

–– Provide information to students prior to registration for a Provide information to students prior to registration for a 
course such as:  required fees, refund policy, course course such as:  required fees, refund policy, course 
subject matter, requirements for satisfactory course subject matter, requirements for satisfactory course 
completion as well as hardware/software requirementscompletion as well as hardware/software requirements

–– Have reasonable procedures in place to assure that the Have reasonable procedures in place to assure that the 
student receiving credit actually performed the work or student receiving credit actually performed the work or 
attended the entire classattended the entire class
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

All Providers must:All Providers must:

–– Must file an approved attendance roster to the Must file an approved attendance roster to the 
Department WITHIN 30 DAYS of course completionDepartment WITHIN 30 DAYS of course completion

–– Issue completion certificates within 30 days of course Issue completion certificates within 30 days of course 
completion containing studentcompletion containing student’’s name, Departments name, Department--issued issued 
provider # and course #, name of course, credit hours provider # and course #, name of course, credit hours 
and date of completionand date of completion

–– Provide a course and instructor evaluation form to each Provide a course and instructor evaluation form to each 
studentstudent

–– Maintain participant/student records for 3 yearsMaintain participant/student records for 3 years
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Providers and Their Providers and Their 
Requirements to StudentsRequirements to Students (cont)(cont)

If a If a presumptivelypresumptively approved provider, such as a approved provider, such as a 
university, does not issue a certificate of university, does not issue a certificate of 

completion, a student may request approval of completion, a student may request approval of 
credit hours by submitting form EDUcredit hours by submitting form EDU--950 950 

Transmittal for CE Credit, along with the listed Transmittal for CE Credit, along with the listed 
documentation and $25 review fee for each course, documentation and $25 review fee for each course, 

to the Department for review.to the Department for review.

The Department is only responsible for issuance of The Department is only responsible for issuance of 
Certificates of Completion for courses it teachesCertificates of Completion for courses it teaches



4/20/20074/20/2007 2020

SummarySummary

Topics discussed include:Topics discussed include:

Minimum CE requirements for loan originators Minimum CE requirements for loan originators 
and and QPICsQPICs

How to accrue credit hoursHow to accrue credit hours
Recordkeeping and reporting of credit hoursRecordkeeping and reporting of credit hours

Provider requirements to studentsProvider requirements to students
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Want more information?Want more information?

http://finance.idaho.govhttp://finance.idaho.gov

Approved Providers Approved Providers (new providers added as approved)(new providers added as approved)

Education Section Education Section (criteria for both licensees and providers)(criteria for both licensees and providers)

FAQ FAQ (loan originator section)(loan originator section)

Education Forms Education Forms (licensee and provider)(licensee and provider)

NewslettersNewsletters
Mortgage and Loan Originator PresentationsMortgage and Loan Originator Presentations
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FYIFYI

Future plans includeFuture plans include……

–– Investigating onInvestigating on--line and other course providers line and other course providers 
to teach Idahoto teach Idaho--specific 2specific 2--hour requirementhour requirement

–– Building webBuilding web--based access for licensees to based access for licensees to 
access individual CE records on file with the access individual CE records on file with the 
DepartmentDepartment

–– Auditing each loan originator file for submitted Auditing each loan originator file for submitted 
CE information to date and entering into new CE CE information to date and entering into new CE 
databasedatabase

Each CE record must be compared to dates of license Each CE record must be compared to dates of license 
applications, license issuance and status, provider approval, applications, license issuance and status, provider approval, 
etc.etc.
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Questions?Questions?

Thank You!Thank You!

Be sure you were checked in and checked out before Be sure you were checked in and checked out before 
you leave!you leave!



NONNON--TRADITIONAL TRADITIONAL 
RISKSRISKS

Anthony PolidoriAnthony Polidori
Supervising Examiner/InvestigatorSupervising Examiner/Investigator

Idaho Department of FinanceIdaho Department of Finance



A market is never saturated with a good A market is never saturated with a good 
product, but it is very quickly saturated product, but it is very quickly saturated 

with a bad one. with a bad one. 

Henry FordHenry Ford



NonNon--Traditional Mortgage Traditional Mortgage 
Loan ProductsLoan Products

-- Adjustable Rate Adjustable Rate MortgagesMortgages

-- Interest Only MortgagesInterest Only Mortgages

-- PayPay--Option ARMSOption ARMS



Are they really Are they really ““nonnon--
traditional?traditional?

-- ARMARM’’s became prevalent in the prime s became prevalent in the prime 
market in the 1980market in the 1980’’ss

-- Interest only and pay option features Interest only and pay option features 
were included to counter high fixed were included to counter high fixed 
interest ratesinterest rates



What is new?What is new?

-- Innovations in the mortgage marketInnovations in the mortgage market
-- Combining alternative loan products or Combining alternative loan products or 

hybridshybrids
-- Piggyback lending with or without Piggyback lending with or without 

alternative loan featuresalternative loan features
-- Low or no documentation programsLow or no documentation programs
-- Expanding loan programs to offer these Expanding loan programs to offer these 

features to nonprime borrowersfeatures to nonprime borrowers



What is new?What is new?

-- In 2005, loans to nonprime borrowers at 33% of all In 2005, loans to nonprime borrowers at 33% of all 
originationsoriginations

-- Interest only loans grew from 3 to 30% of the Interest only loans grew from 3 to 30% of the 
nonprime market during the same periodnonprime market during the same period

-- Pay option loans grew to 30% of the marketPay option loans grew to 30% of the market

-- Low or no doc loans grew to over 40%Low or no doc loans grew to over 40%







Risk layeringRisk layering

-- Default risk heightens when combining Default risk heightens when combining 
various alternative features within a loanvarious alternative features within a loan

-- 20052005
-- 65% IO or Pay option include low or no 65% IO or Pay option include low or no 

documentation featuresdocumentation features
-- 76% average LTV76% average LTV
-- Credit average 696Credit average 696
-- 14% non owner occupied/investment14% non owner occupied/investment
-- 59% include pre59% include pre--payment penaltiespayment penalties



Future loan performance Future loan performance 
a key issuea key issue

-- How will IO and Pay option loans How will IO and Pay option loans 
perform in high interest environments?perform in high interest environments?

-- What effect does a slowing RE market What effect does a slowing RE market 
have on such loans?have on such loans?

-- Will economic conditions substantially Will economic conditions substantially 
impact low or no doc borrowers with impact low or no doc borrowers with 
these products?these products?



Elements that cause Elements that cause 
concernconcern

-- Borrowers qualify for initial payments Borrowers qualify for initial payments 
but may not be able to manage future but may not be able to manage future 
payment increasespayment increases

-- Stated income loans may have Stated income loans may have 
qualified on less than accurate income qualified on less than accurate income 
informationinformation

-- PrePre--payment penalties and negative payment penalties and negative 
amortization features strip equityamortization features strip equity



ExampleExample

-- Borrower Earning $36,000Borrower Earning $36,000
-- Borrowing $200,000 @ 7% on a 2/28 Borrowing $200,000 @ 7% on a 2/28 

ARM with a 5% marginARM with a 5% margin
–– Loan payment is $1,331 or 44% DTILoan payment is $1,331 or 44% DTI

-- Loan adjusts in 2 years when LIBOR is Loan adjusts in 2 years when LIBOR is 
at 6%at 6%
–– Loan payment is now $1,885 or 63% DTILoan payment is now $1,885 or 63% DTI



Regulatory responseRegulatory response

-- Guidance on nonGuidance on non--traditional traditional 
Mortgage Product RisksMortgage Product Risks
-- Adopted by various federal Adopted by various federal 

regulatory agencies in October 2006regulatory agencies in October 2006
-- Adopted by CSBS and AARMRAdopted by CSBS and AARMR
-- Adopted by the Idaho Department Adopted by the Idaho Department 

of Finance in November 2006of Finance in November 2006



Guidance on nonGuidance on non--
traditional Mortgage traditional Mortgage 

Product RisksProduct Risks
-- Recognizes risks inherent in nonRecognizes risks inherent in non--

traditional mortgage productstraditional mortgage products

-- Identifies focus areas to mitigate riskIdentifies focus areas to mitigate risk

-- Provides guidance for recommended Provides guidance for recommended 
practicespractices



Loan terms and Loan terms and 
underwriting standardsunderwriting standards

-- Qualifying borrowersQualifying borrowers

-- Repayment capacityRepayment capacity
-- Based on fully indexed rateBased on fully indexed rate
-- Based on loan balance increases due to Based on loan balance increases due to 

negative amortization featuresnegative amortization features
-- Greater consideration given to income, Greater consideration given to income, 

assets, and existing liabilitiesassets, and existing liabilities



Loan terms and Loan terms and 
underwriting standardsunderwriting standards

-- Collateral dependent loans Collateral dependent loans –– reduce reduce 
dependence on sale or refinancing to meet dependence on sale or refinancing to meet 
repaymentrepayment

-- Risk layering Risk layering –– demonstrate mitigating demonstrate mitigating 
factors, such as low DTI, LTV, liquid assets, factors, such as low DTI, LTV, liquid assets, 
high credit scoreshigh credit scores

-- Reduced documentation Reduced documentation –– demonstrate demonstrate 
mitigating factors to support the use of mitigating factors to support the use of 
unverified income statementsunverified income statements



Loan terms and Loan terms and 
underwriting standardsunderwriting standards

-- Simultaneous secondSimultaneous second--lien loans lien loans ––
generally should not be combined with generally should not be combined with 
negative amortization featuresnegative amortization features

-- Introductory interest rates Introductory interest rates –– minimize minimize 
the effects of interest rate changes the effects of interest rate changes 
through reduced spread between through reduced spread between 
introductory fully indexed ratesintroductory fully indexed rates



Loan terms and Loan terms and 
underwriting standardsunderwriting standards

-- Lending to sub prime borrowers Lending to sub prime borrowers –– reduce reduce 
potentially predatory or abusive features in potentially predatory or abusive features in 
loans marketed to nonprime borrowersloans marketed to nonprime borrowers

-- NonNon--owner occupied investor loans owner occupied investor loans ––
consideration given to servicing for the life consideration given to servicing for the life 
of the loan of the loan –– extended vacancy periods extended vacancy periods ––
variability associated with loan typevariability associated with loan type



Risk management Risk management 
practicespractices

-- Policies Policies –– written policies to written policies to 
specifically address nonspecifically address non--traditional traditional 
loan products, risk mitigation loan products, risk mitigation 
tools, volume by loan typetools, volume by loan type



Risk management Risk management 
practicespractices

-- Concentrations Concentrations –– monitoring of monitoring of 
concentrations in nonconcentrations in non--traditional productstraditional products

-- Controls Controls –– establish audit programs to establish audit programs to 
sample quality control of nonsample quality control of non--traditional traditional 
loans based on concentrationloans based on concentration



Risk management Risk management 
practicespractices

-- ThirdThird--party originations party originations –– monitoring monitoring 
of loan quality by originating source of loan quality by originating source 
and borrower. and borrower. 

-- Secondary market activity Secondary market activity –– establish establish 
comprehensive strategies and comprehensive strategies and 
contingencies to address risk related contingencies to address risk related 
to loan performanceto loan performance



Consumer protection Consumer protection 
issuesissues

-- Concerns and objectives Concerns and objectives –– borrower borrower 
experience and knowledge may not experience and knowledge may not 
account for nonaccount for non--traditional productstraditional products

-- Legal risks Legal risks –– the nature of nonthe nature of non--
traditional products may heighten traditional products may heighten 
consumer protection liability risksconsumer protection liability risks



NonNon--traditional products traditional products 
and Idaho lawand Idaho law

-- Guidance is a Department policy and Guidance is a Department policy and 
does not have the force and effect of does not have the force and effect of 
law or regulationlaw or regulation

-- The guidance provides a basis for The guidance provides a basis for 
identifying potential violations of the identifying potential violations of the 
IRMPA and other law and regulationIRMPA and other law and regulation



The IRMPA and nonThe IRMPA and non--
traditional productstraditional products

-- The IRMPA contains several provisions The IRMPA contains several provisions 
prohibiting practices that lead to prohibiting practices that lead to 
consumer harmconsumer harm
-- Misrepresentation Misrepresentation –– initiating originations initiating originations 

through the use of misleading terms, through the use of misleading terms, 
promises, expectationspromises, expectations

-- Omissions Omissions –– failing to provide material failing to provide material 
information regarding a mortgage loaninformation regarding a mortgage loan



The Financial Fraud The Financial Fraud 
Prevention Act and nonPrevention Act and non--

traditional productstraditional products
-- The FFPA establishes penalties for The FFPA establishes penalties for 

fraud against financial institutionsfraud against financial institutions
-- Obtaining money under the custody or Obtaining money under the custody or 

control of a financial institution through control of a financial institution through 
false or fraudulent pretensesfalse or fraudulent pretenses

-- While serving as an employee or agent of While serving as an employee or agent of 
a financial institution, obtain money a financial institution, obtain money 
through false or fraudulent pretensesthrough false or fraudulent pretenses



ExamplesExamples

Borrower qualificationBorrower qualification
-- Inducing borrower to certify to low or no Inducing borrower to certify to low or no 

documentation statements that are false or documentation statements that are false or 
inflatedinflated

-- Inducing borrower to obtain qualifying Inducing borrower to obtain qualifying 
conditions that are not accurate conditions that are not accurate –– lease lease 
agreements, supplemental credit informationagreements, supplemental credit information

-- Failing to consider pertinent disqualifying Failing to consider pertinent disqualifying 
information about a borrowerinformation about a borrower



ExamplesExamples

Terms or conditions of nonTerms or conditions of non--traditional loanstraditional loans
-- Failing to disclose rate adjustment featuresFailing to disclose rate adjustment features
-- Failing to disclose prepayment featuresFailing to disclose prepayment features
-- Misrepresenting significant features of the Misrepresenting significant features of the 

productproduct
-- Utilizing strategies to improve a borrowerUtilizing strategies to improve a borrower’’s s 

circumstances without disclosure to lenderscircumstances without disclosure to lenders



ExamplesExamples

-- Equity stripping/giftingEquity stripping/gifting

-- Flipping strategiesFlipping strategies

-- Straw borrower strategiesStraw borrower strategies



ConclusionConclusion

-- Guidance on nonGuidance on non--traditional mortgage traditional mortgage 
product risks product risks –– Enforcement Policy Enforcement Policy 
20062006--22
-- Utilization of recommended practices Utilization of recommended practices 

reduces the potential for further scrutiny reduces the potential for further scrutiny 
of nonof non--traditional lendingtraditional lending

-- Failure to establish risk mitigation Failure to establish risk mitigation 
practices may result in remedial actionpractices may result in remedial action



““We are what we repeatedly do.  We are what we repeatedly do.  
Excellence, then, is not an act, but a Excellence, then, is not an act, but a 

habithabit””

AristotleAristotle


